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 ABSTRACT 
The aim of this report is to perform a financial and non financial analysis with the help of published 
literature for lipCat Private Limited  W a Switzerland based decorative cosmetics small size family 
business firm which plans to set itself up in the turbulent and competitive Swiss cosmetics industry. 
Strategic tools and techniques such as SWOT, PESTLE and FIVE FORCES analysis have been employed 
to perform the non financial analysis. The financial analysis of the company has been incorporated as 
per the information provided by the owner of the company. The three core financial statements, viz. 
balance sheet, the income statement and cash flow statements represent the financial analysis. 
Discounted cash flow techniques such as Net Present Value and Internal Rate of Return have been 
used in order to judge the financial viability of the project. 
It also highlights the obstacles faced while preparing the analysis by employing different financial 
techniques generally used to analyse multinational projects or projects with much larger capital base. 
The conclusion presented is based on the below analysis. 
The Financial Strategy for the company has been included in the group part of this project. 
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CHAPTER 1: INTRODUCTION 
 “Knowing where you stand today is a necessary prelude to contemplating where you might be in the 
ĨƵƚƵƌĞ ?  ?ƌĞĂůĞǇ Ğƚ Ăů ?  ? ? ? ? ? Ɖ ?  ? ? ? ? ? &ŝŶĂŶĐŝĂů ŶĂůǇƐŝƐ ĂŶĚ Ɖ ĂŶŶŝŶŐ ŚĞůƉƐ ƚŚĞ ŽƌŐĂŶŝƐĂƚŝŽŶ ƚŽ
comprehend this in an apt manner and then to decide how and what can they achieve with what 
they have (Brealey et al, 2008). 
Financial analysis, financial planning, financial strategy are all synonymous terms as they all form the 
basis of financing and investing decision in a business organisation. They help an organisation to 
formulate plans and policies for its sustainability as well as its future growth and expansion. Financial 
analysis is also an imperative step while starting a business venture as it provides the entrepreneurs 
with information regarding the available resources and how can they be implemented to get 
lucrative results. (Brealey et al, 2008) 
ůŝƉĂƚ ?is a private limited company, registered at Companies House Cardiff on 1st September 2009 
with its registered office at 1A Pope Street, London, SE1 3PH, United Kingdom. However, the 
business activities of the company will be carried at its Switzerland Branch located at Hoeheweg 7, 
3700 Spiez, Switzerland. The proprietors of the firm are Mr. Axel Schmidt, Mr. Eberhard Schmidt and 
Mrs. Eva Schmidt with all being managing partners in the company with a share holding of 20%, 40 % 
and 40% respectively. The business activities (selling decorative cosmetics) (Appendix 2) will be 
carried out from the family home of the proprietors in Switzerland at an initial stage and might be 
expanded later on depending on the success of the business. 
A non-financial and financial analysis has been prepared in this report by employing published tools 
and techniques in oƌĚĞƌƚŽĚĞƚĞƌŵŝŶĞƚŚĞĨŝŶĂŶĐŝĂůǀŝĂďŝůŝƚǇŽĨƚŚĞĂŵďŝƚŝŽŶƐŽĨůŝƉĂƚ ?ƐŽǁŶĞƌƐ ? 
CHAPTER 2: ROLE AS A FINANCIAL MANAGER 
Since I am pursuing my MBA specialising in finance, I have been designated by the proprietor of 
lipCat Mr. Axel Schmidt as the finance manager of the company from June 2010 to September, who 
himself is pursuing his MBA in Entrepreneurship. As the finance manager of the company I assumed 
the responsibility of conducting a financial analysis based on the available information, strategic 
goals and objectives of the firm and available resources to judge the financial viability of a small size 
family start-up business like lipCat. The role also entailed providing an insight in the existing financial 
structure as well developing a financial strategy for the future growth and expansion plans of the 
company which has been explained in the group part of the project. 
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CHAPTER 3: BUSINESS ENVIRONMENT IN SWITZERLAND 
ƐƉĞƌ ƚŚĞtŽƌůĚĂŶŬ ?ƐĂƐĞŽĨŽŝŶŐƵƐŝŶĞƐƐ  ? ? ? ? ƌĞƉŽƌƚ^ǁŝƚǌĞƌůĂŶĚ ŝƐ ƌĂŶŬĞĚ  ? ?st out of 183 
countries. It has transparent investment laws with certain legal restrictions such as the majority of 
the directors in a company should be Swiss citizens domiciled in Switzerland. Switzerland is a 
member of major organisation such as European Free Trade Area (EFTA) and World Trade 
Organisation (WTO), thus enabling exporters and importers in Switzerland to enjoy the benefits of 
ƚŚĞ ĐŽƵŶƚƌǇ ?Ɛ ŵĞŵďĞƌƐŚŝƉ ? &Žƌ ŝŶƐƚĂŶĐĞ ŝƚ ŚĂs very low tariffs on the non-agricultural products 
entering the country, this is beneficial for lipCat as it will be importing goods from the private label 
ĐŽŵƉĂŶǇďĂƐĞĚŝŶƚŚĞhŶŝƚĞĚ^ƚĂƚĞƐŽĨŵĞƌŝĐĂ ?ĐĐŽƌĚŝŶŐƚŽtŽƌůĚĂŶŬ ?ƐŽŝŶŐƵƐŝŶĞƐƐƌĞƉŽƌƚ ?ƚŽ
export and import goods from the country takes 8 and 9 days respectively as compared to the OECD 
average of 10.5 days and 11 days respectively. (Euromonitor International.com) 
CHAPTER 4: NON  ? FINANCIAL ANALYSIS 
The below analysis depicts how non-financial factors such as market environment and various 
stakeholders can affect and influence the growth of lipCat in Switzerland. Strategic tools such as 
^tKd ?W^d>ĂŶĚWKZdZ ?Ɛ&/s&KZ^ŚĂǀĞďĞĞŶƵƐĞĚ ? 
4.1 SWOT Analysis 
SWOT refers to Strengths, Weaknesses, Opportunities and Threats. The aim of this analysis is to 
enable a company identify its existing strong positions and weaknesses, available opportunities that 
can be exploited to its benefits and possible threats that it could be facing in the market. It facilitates 
the process of developing strong strategies and exploiting and overcoming the external 
environmental factors (Opportunities & Threats) by analysing the internal factors (Strengths & 
Weaknesses). (Dobson et al, 2004). 
STRENGTHS 
Extensive management and entrepreneurial Knowledge: One of the co-owners of lipCat Mr. Axel 
Schmidt holds a degree specialising in marketing and advertising from Bavarian Academy in Munich 
and a MBA in Entrepreneurship from the Nottingham University Business School. Thus, the company 
has a very qualified management. 
Storage Space: The proprietors of lipCat will be using their family home for office as well as storage 
purposes. As a result the company does not have to pay any warehouse rent or any storage charges. 
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Operational Efficiency: The owners of the company will be dedicating their considerable amount of 
time for the business operations. 
Reliable and reputed supplier: dŚĞ ƐƵƉƉůŝĞƌŽĨ ůŝƉĂƚ ?Ɛ ƉƌŽĚƵĐƚ ŝƐ Ă ƉƌŝǀĂƚĞ ůĂďĞů ƐƵƉƉůŝĞƌ ďĂƐĞĚ ŝŶ
New York and has been involved in the cosmetics business for over forty years. 
Steady Cash Flow: There would be a consistent injection of cash flow from the family savings in order 
to meet the working capital requirements. 
Variety: lipCat will be offering decorative cosmetics in a very large variety of shades. 
WEAKNESSES 
Limited Resources: Since lipCat is a small size family business, it has limited financial resources. As a 
result it is not in a position to own a retail outlet for selling the products. Also, due to limited 
financial resources it cannot engage into large scale advertising. 
No Employees: lipCat is completely dependent on the family resources for all its activities, as a result 
it has not employed any outsider to work for the company. Thus it lacks professional help. 
OPPORTUNITIES 
Internet as a Shopping channel: The significance of internet as a shopping channel has increased 
substantially over the past few years. lipCat plans to capitalise on this aspect as no other company 
has done so far. 
Cost of shipping: The Swiss postal service offerƐůŽǁƐŚŝƉƉŝŶŐůŽǁĐŚĂƌŐĞƐ ?ůŝƉĂƚ ?ƐƉƌŽĚƵĐƚƐĐĂŶďĞ
shipped at the rate of a letter rather than the rate of a parcel; hence the charges are very low. 
Large Potential: dŚĞƐƵĐĐĞƐƐŽĨƚŚĞďƌĂŶĚ ‘ĞƐƐĞŶĐĞ ?ŝŶƚŚĞǀĞƌǇůŽǁƉƌŝĐĞƐĞŐŵĞŶƚĂŶĚƚŚĞĨĂĐƚƚŚĂƚ
MNY (sub brand of Maybelline, Jade New York) has recently entered this market depicts the potential 
of this segment and lipCat plans to exploit it. 
Less Variety by Competitors: ůŝƉĂƚĐŽŶƐŝĚĞƌƐŝƚŵĂŝŶĐŽŵƉĞƚŝƚŽƌĂƐƚŚĞďƌĂŶĚ ‘ĞƐƐĞŶĐĞ ? ?,ŽǁĞǀĞƌ ?ĂƐ
per the research conducted by owners of lipCat, the quality of the products sold by the brand 
 ‘ĞƐƐĞŶĐĞ ? ŝƐǀĞƌǇƉŽŽƌ ?ůƐŽ ? ŝƚĚŽĞƐŶŽƚŽĨĨĞƌ ƚŚĞ ůĂƌŐĞǀĂƌŝĞƚǇŽĨĚĞĐŽƌĂƚŝǀĞĐŽƐŵĞƚŝĐƐĂŶĚƐŚĂĚĞƐ
that lipCat can offer. 
 
4 
THREATS 
One Supplier: lipCat is dependent on only one supplier to acquire its products. Thus the supplier can 
dictate terms to lipCat and lipCat might not be in a position to negotiate better terms with the 
private label company. 
Channel of Sales: Decorative cosmetics are a typical experience goods; consumers cannot be sure 
about the quality of the products prior to purchase. Since lipCat will be selling its products only over 
the internet, it might not be able to attract and build a strong customer base. Also, lipCat plans to 
target young women aged 16 to 21, however not all the customers in this age groups possess a credit 
card to purchase the good online. 
Existence of bigger brands: Bigger cosmetics brand already have strong ties and alliances with major 
supermarkets, departmental stores, pharmaceutical stores, hence lipCat might suffer from pre 
existence of well established brands. 
&ŝŐƵƌĞ ?ƐƵŵŵĂƌŝƐĞƐůŝƉĂƚ ?Ɛ^tKdŵĂƚƌŝǆ 
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Figure 1: SWOT Analysis. Source: Own Depiction 
4.2 PESTLE Analysis 
It is imperative for a firm to be aware of how well it can utilise its available resources and capabilities 
to influence the business environment in its favour. A general audit of environmental influences 
affecting the firm can prove be beneficial to the organisation. It entails the strategist sensing 
environment; get a general feedback on how the environmental forces affect the organisation. Such 
an analysis is known as PESTLE, i.e. Political, Economic, Social, Technological, Legal and 
Environmental analysis for the business environment. (Dobson et al, 2004; Kay, 2000) 
The below analysis depicts the analysis of Switzerland and how these factors can affect and influence 
the growth of lipCat in the country 
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Political Factors: The Swiss confederation founded in 1291 is made up 20 cantons and six-half 
cantons. Switzerland has performed excellently on governance as well as in terms of regulatory 
quality and implementation of the principles of rule and law. Due to the reluctance of the Swiss 
population to join European Union, the country has experienced constrained growth. However, to 
enhance the growth and development of the country, the government has entered into a number of 
bilateral agreements with regards to trade, taxation policies and labour movements with the 
European Union and other countries in Europe. Since lipCat is registered in the United Kingdom, it 
will benefit from the bilateral tax treaty that exists between the United Kingdom and Switzerland. 
(CIA World Factbook; Euromonitor International) 
Economic Factors: The Swiss economy is amongst the most competitive economies in the world and 
ŝƐĂƚƚŚĞĂƉĞǆŽĨƚŚĞĐŽŶŽŵŝĐ&ŽƌƵŵ ?Ɛ'ůŽďĂů Competitiveness Report 2009-10. The well developed 
ďĂŶŬŝŶŐ ƐǇƐƚĞŵ ŚĂƐ ďĞĞŶ ƚŚĞ ďĂĐŬďŽŶĞ ŽĨ ƚŚĞ ^ǁŝƐƐ ĞĐŽŶŽŵǇ ?Ɛ ŝŶĚƵƐƚƌŝĂů ŐƌŽǁƚŚ ? /Ŷ ŽƌĚĞƌ ƚŽ
enhance their international competitiveness the Swiss government has brought its economic 
practices into conformity with the European Union. The financial crisis that started in 2008 and 
engulfed most developed economies in the word had its impact on Swiss economy as well. The 
leading banks in the country suffered heavy losses; however, the economy has shown symptoms of 
recovery in the year 2010. (Euromonitor International) 
As a result of the financial crisis the average consumer spending on cars, clothing, footwear, 
electronics and entertainment decreased in this period. However, the Swiss cosmetic industry has 
remained immune to the financial crisis of 2008. An average Swiss consumer still perceived cosmetics 
and toiletries as affordable goods. Hence, the fact that Swiss economy is already on the path of 
recovery can prove beneficial to lipCat as it plans to establish itself in the Swiss cosmetic industry. 
(Euromonitor International) 
The Swiss economy does not suffer from inflation related problems, with average inflation being 
around 1 % to 2 % for the past six years. Also, the level of corruption in Switzerland is very low and 
ƚŚĞ ĐŽƵŶƚƌǇ ŝƐ ƌĂŶŬĞĚ ĨŝĨƚŚ ŽƵƚ ŽĨ  ? ? ? ĐŽƵŶƚƌŝĞƐ ŝŶ dƌĂŶƐƉĂƌĞŶĐǇ /ŶƚĞƌŶĂƚŝŽŶĂů ?Ɛ ĐŽƌƌƵƉƚŝŽŶ
perceptions index for the year 2009. The corporate tax in Switzerland is 21.2 %, whereas the Value 
added tax (VAT) is 7.6 % and will be 8 % from January 2011. The existing tax treaty between United 
Kingdom and Switzerland favours lipCat. As per the double taxation convention signed in London on 
26
th
 June 2007, lipCat will be eligible for tax exemption in United Kingdom and will be taxed only in 
Switzerland as per the corporate tax rate in Switzerland. (HM Revenue & Customs; CIA World 
Factbook; Euromonitor International) 
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Social Factors: Switzerland has always depicted outstanding human development indicators and has 
one of the best standards of living in the world. An excellent centralised education system, high 
quality of life and declining unemployment can create a highly conducive environment to start and 
establish a business. lipCat plans to exploit the already existing and well developed social and 
demographic structure of the country. Almost one in three children aged 7-19 spend their pocket 
money on cosmetics and toiletries; hence age segment of 15  W 19 could be an easy target for lipCat. 
(Euromonitor International) 
Technological Factors: The crucial factor underlining the success of Swiss economy is technological 
innovation supported by excellent research and development facilities. Switzerland ranks well above 
the EU average in terms of innovation performance and is the joint leader with Germany in Europe. 
(Euromonitor International)  
^ǁŝƚǌĞƌůĂŶĚ ?ƐŚŝŐŚůǇĚĞǀĞůŽƉĞĚƚĞĐŚŶŽůŽŐǇ ?ĐŽŵŵƵŶŝĐĂƚŝŽŶƐĂŶĚŵĞĚŝĂ ?dD ?ŵĂƌŬĞƚŽĨĨĞƌƐĞǆĐŝƚŝŶŐ
prospects and business opportunities. As a result of highly developed technology, Swiss population 
has easy access to internet, television, radio and other various types of media. Social networking is 
quite prevalent among younger generation. About 65 % of the total internet audience in Switzerland 
visits at least one social networking site such as facebook, twitter, skyrock.com, with facebook being 
the most popular with about 1.7 million visitors; a growth of almost 500 % every year. (Euromonitor 
International) 
ůŝƉĂƚ ?Ɛ ŵĂŝŶ ĚŽŵĂŝŶ of marketing and selling its products will be internet for the initial years. It 
plans to use social networking sites to market its products, hence with such high technological 
advancement and all the above mentioned factors will prove beneficial for lipCĂƚ ?Ɛ ƐƚƌĂƚĞŐǇ ?
(Euromonitor International) 
Legal Factors: Switzerland has a very well developed legal framework as compared to other 
developed nations; hence the investment climate for entrepreneurs is very conducive without any 
major hassles. Corruption, red-tape is almost non  W existent in Switzerland. Since lipCat is a start up 
business venture, these factors could contribute in a very significant manner for its set-up and future 
growth. Cosmetics Directive 76/768/EEC first published in the year 1976 is responsible for 
maintaining and ensuring that Cosmetic business in Europe adheres to certain safety standards and 
regulations. However, since lipCat will indulge in obtaining cosmetics products from a private label 
based in United States it will only have to ensure and adhere to clauses of Cosmetics Directive 
76/768/EEC such as packaging and labelling, whereas the private label based in United States will 
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have to adhere to other to clauses with regards to manufacturing, product ingredients. (Euromonitor 
International) 
 Environmental Factors: Since the introduction of the concept of ethical trading, sustainability, 
environmental protection; most consumers across the globe are well aware and cautious about the 
ingredients used to make the product that they use. Educational articles in popular fashion tabloids, 
beauty and fashion shows on television are the main sources through which consumers become 
aware about the cosmetic products that they use. Hence, lipCat will have to ensure that its products 
with regards to ingredients, labelling and packaging are safe to use and do not cause any health or 
environmental hazards. (Mintel, 2009) 
Figure 2 summarises the above analysis 
 
Figure 2: PESTLE Analysis. Source: own depiction 
 
4.3 FIVE FORCES Analysis (Industry Analysis) 
It is imperative for any business organisation to establish itself and penetrate into the market, to be 
aware of the existing business environment and the factors that might affect or influence its entry, 
position and most significantly its future growth and development. (Dobson et al, 2004) 
A structured framework to analyse these factors should be employed by a business organisation. The 
ŵŽƐƚĐŽŵŵŽŶĂŶĚĞĨĨĞĐƚŝǀĞĨƌĂŵĞǁŽƌŬ ŝƐDŝĐŚĂĞůWŽƌƚĞƌ ?Ɛ&ŝǀĞ&ŽƌĐĞƐĨƌĂŵĞǁŽƌŬ ?dŚŝƐĨƌĂŵĞǁŽƌŬ
enables the business organisation to analyse the competitive environment and provides a precise 
understanding of the forces and factors that may affect the profitability of the business. The basis of 
WŽƌƚĞƌ ?Ɛ&ŝǀĞ&ŽƌĐĞƐĨƌĂŵĞǁŽƌŬŝƐƚŚĂƚƚŚĞĨŽƌĐĞƐĨĂĐŝŶŐƚŚĞŝŶĚƵƐƚƌǇƉůĂǇĂƉŝǀŽƚĂůƌŽůĞŝŶĚĞƚĞƌŵŝŶŝŶŐ
and affecting the profitability of the business organisation. (Dobson et al, 2004) 
dŚĞ ďĞůŽǁ ĂŶĂůǇƐŝƐ ǁŝůů ƉƌŽǀŝĚĞ Ă ďĂƐŝƐ ĨŽƌ ůŝƉĂƚ ?Ɛ ƐƚƌĂƚĞŐǇ ĂŶĚ ƉůĂŶ ƚŽ ƉĞŶĞƚƌĂƚĞ ŝŶ ƚŚĞ ^ǁŝƐƐ
decorative cosmetics market. 
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Barriers to Entry: The cosmetics industry is characterised by monopolistic competition as large 
number of firms attempt to differentiate their products and at the same time try to control their 
pricing. This type of market structure generally has low entry to barriers; however government 
regulations and distribution channels can be major barriers to entry in the cosmetics industry. 
Barriers to entry as a manufacturer are relatively high, as a cosmetics manufacturing business would 
require skilled employees such as scientists, designers and skilled labourers to perform the intricate 
operational functions. However, for cosmetics retailers or businesses that will be using private label 
such as lipCat the barriers are low as it wound not have to indulge into any of the aspects of 
manufacturing or production. Also, incumbent players have the advantage over smaller players in the 
decorative cosmetics industry. 
Competitive Rivalry: High 
Relatively Large number of firms: Stiff competition among High Street retail market. 
High fixed costs: Companies make an optimum use of the infrastructure they already have and try to 
control all production streams resulting in price wars within some strategic groups, brands 
competitions and assortments wars. 
Product differentiation: Products in this market have high brand identification which reduces rivalry. 
Bargaining Power of Suppliers: The power of suppliers is very low as there are many reputed 
providers of chemicals/ingredients for cosmetics globally. Hence, it is relatively easy for the buyer to 
change a supplier. Also, there is an extensive reliance on third party suppliers for contract packaging, 
contract filling and contract formulae development. (Cosmetolab) 
Bargaining Power of Buyers: High 
Buyers can choose from a wide range of products due to the availability of many small and large 
retail players. As a result cost of switching between the retailers along with changing behaviour and 
fashion choice is also very low. Major customers change their focus from fashion to socio-economic 
factors and quality. Pricing details in the industry are easily accessible to the customers through 
internet, for instance price comparison portals, availability of online products and increasing e-
marketing.  
Threat of Substitute Products: It is very low or rather almost non-existent in the decorative 
ĐŽƐŵĞƚŝĐƐŵĂƌŬĞƚ  ?ǁŚŝĐŚ ŝƐ ůŝƉĂƚ ?ƐĨŽĐƵƐ ?ƚŚĞŽŶůǇĂůƚĞƌŶĂƚŝǀĞƚŽƵƐŝŶŐĚĞĐŽƌĂƚŝǀĞĐŽƐŵĞƚŝĐƐǁŽƵůĚ
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be to abandon make-ƵƉĐŽŵƉůĞƚĞůǇ ?ƉƵƌĞ ?ŶĂƚƵƌĂůďĞĂƵƚǇ ?ŽƌƚŽƵƐĞ “ƉĞƌŵĂŶĞŶƚŵĂŬĞ-ƵƉ ?ǁŚŝĐŚĐĂŶ
cause permanent medical damage to the human body, such as scars on the face. (Medterms). 
The cosmetics industry in general deals with a wide range of products. This means that what one 
store offers will likely to be available at another store. Retailers offering products that are unique 
have a distinct or absolute advantage over their competitors. However, the industry faces 
competition in substitutes. (Lip-gloss, lip-balm, lip liner). Initially since lipCat will indulge only in 
selling lipsticks, it could face threat from other lip products mentioned above.   
Figure 3 illustrates the Five Forces analysis of the Swiss decorative cosmetics market. 
 
Figure 3: The Five Competitive Forces in the Swiss Decorative Cosmetics Industry. Source: own depiction based on Porter 
(1980). 
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CHAPTER 5: FINANCIAL ANALYSIS 
Financial analysis has been used as a tool to determine the viability of investment projects, business 
opportunities as well investments in stock markets for a number of years. Business organisations 
often encounter a predicament about committing its available resources in terms of present value 
for expected better future benefits (Bierman & Smidt, 2007). When transactions are recorded and 
presented in a coherent manner, a business organisation is in a better position to align its strategies 
in accordance with the market conditions as it helps the business to determine the strength of its 
resources and how they can be applied (Tennent, 2008; Sihler et al, 2004). Financial Analysis of a 
business organisation is made up of three core statements; balance sheet, profit and loss account 
and the cash flow statement (Temte, 2005; Tennent, 2008; Stickney et al, 2007). Balance sheet 
depicts the assets owned, the liabilities owed and the money injected by the owners or the investors. 
The profit and the loss account summarises the revenue earned and the costs incurred by the 
business organisation in a time frame. Cash flow statement shows the cash received and paid for a 
period in a business organisation. (Tennent, 2008). 
5.1 Methodology for Analysis 
The below analysis involves balance sheet, income statement and cash flow statements. The data has 
been assimilated as per the information provided by the owners of lipCat Pvt ltd. Financial concepts 
and techniques such as discounted cash flows-Net Present Value and Internal Rate of Return and 
Purchasing Power Parity (PPP) have been employed. The information regarding taxation policies, 
depreciation, inflation has been obtained from trusted sources of Nottingham Business School such 
as Euromonitor International. 
5.2 Concepts and Terminology for Analysis  
 ‘dŝŵĞ sĂůƵĞ ŽĨ DŽŶĞǇ ? ŝƐŽŶĞŽĨ ƚŚĞŵŽƐƚ ĐĞŶƚƌĂů ĐŽŶĐĞƉƚƐ ŝŶ ĨŝŶĂŶĐĞ ? ĞƐƉĞĐŝĂůůǇ ŝŶ ƚŚĞ ĐŽŶƚĞǆƚŽĨ
ŝŶǀĞƐƚŝŶŐ ĚĞĐŝƐŝŽŶƐ ? ĐĂƉŝƚĂů ďƵĚŐĞƚŝŶŐ ĂŶĚ ŝŶ ĨŽƌĞĐĂƐƚŝŶŐ ĨŝŶĂŶĐŝĂů ĚĞĐŝƐŝŽŶƐ  ?ƌŶŽůĚ ?  ? ? ? ? ? ?  “dŚĞ
present value of an amount of money is a function of the time of receipt or disbursement of the 
ĐĂƐŚ ?  ?ŝĞƌŵĂŶ  ? ^ŵŝĚƚ ?  ? ? ? ? ? Ɖ ?  ? ? ? ŝƐ ŽŶĞ ŽĨ ƚŚĞ ŵĂŝŶĐŽŶĐĞƉƚ ŽĨ ĚĞĐŝƐŝŽŶ ŵĂŬŝŶŐ ƉƌŽĐĞƐƐ Ăƚ Ă
managerial level and of business economics in general (Bierman & Smidt, 2007).  
A wide and large number of business decisions are affected by this concept and it is vital that the 
time value considerations are incorporated into the decision in an apt and a logical manner (Bierman 
& Smidt, 2007). This concept provides for the compensation that an investor should receive due to 
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factors such as impatience to consume, inflation and risk of losing the investment or receiving lesser 
returns than expected (Arnold, 2008). 
/ŶĐĂƉŝƚĂůďƵĚŐĞƚŝŶŐĚĞĐŝƐŝŽŶƐƚŚĞ ‘ŝƐĐŽƵŶƚĞĚĐĂƐŚĨůŽǁ ?ŵĞƚŚŽĚŽůŽŐǇŝƐĞŵƉůŽǇĞĚĂŶĚƚŚĞƚǁŽŵĂŝŶ
tools used are Net Present Value (NPV) and Internal Rate of Return (IRR) (Brealey et al, 2008). These 
ƚĞĐŚŶŝƋƵĞƐĐŽŶƐŝĚĞƌƚŚĞĐŽŶĐĞƉƚŽĨ ‘dŝŵĞsĂůƵĞŽĨDŽŶĞǇ ? ?ƌŶŽůĚ ? ? ? ? ? ? ? 
The forecast for exchange rate between USD/CHF has been prepared using the concept of Purchasing 
WŽǁĞƌ WĂƌŝƚǇ  ?WWW ? ? /ƚ ƌĞĨĞƌƐ ƚŽ  “ƚŚĞ ůĞǀĞů ŽĨ ƚŚĞ ŶŽŵŝŶĂů ĞǆĐŚĂŶŐĞ ƌĂƚĞ ƐƵĐŚ ƚŚĂƚ ƚŚĞ ƉƵƌĐŚĂƐŝŶŐ
power of a unit of currency is exactly the same in the foreign economy as in the domestic economy, 
ŽŶĐĞŝƚŝƐĐŽŶǀĞƌƚĞĚŝŶƚŽĂĨŽƌĞŝŐŶĐƵƌƌĞŶĐǇĂƚƚŚĂƚƌĂƚĞ ? (Taylor, 2003, p. 437). 
5.3 Financial Statements 
The Financial analysis consists of balance sheet, profit and loss account and a projected cash flow 
prepared after considering the limited available resources that lipCat possesses. A sales forecast for 
the company has been generated on the basis of the information provided by the owners of the 
lipCat.  
These three financial statements are deemed as the language of the business organisation. The 
management in an organisation makes business decisions on the basis of these statements (Temte, 
2005). Similarly it is imperative that while starting a business, an entrepreneur performs a systematic 
analysis by employing these financial tools in order to project the viability of the business 
opportunity. Since lipCat is a small size family business start up, it has certain limited availability of 
resources with regards to financing options. The financial analysis aims to exploit the strength of 
ůŝƉĂƚ ?ƐĂǀĂŝůĂďůĞƌĞƐŽƵƌĐĞƐĂŶĚŚŽǁĐĂŶƚŚĞǇďĞĂƉƉůŝĞĚƚŽŐĂŝŶůƵĐƌĂƚŝǀĞƌĞƐƵůƚƐ ? 
The financial analysis aims to evaluate the investment proposal by considering and assuming changes 
in the financial aspects of the project such as price, interest rates, inflation, foreign exchange, etc.  
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5.4 Balance Sheet Analysis  
Balance sheet of a company also known as statement of finaŶĐŝĂůƉŽƐŝƚŝŽŶ ? “ƉƌĞƐĞŶƚƐĂƐŶĂƉƐŚŽƚŽĨ
ƚŚĞ ƌĞƐŽƵƌĐĞƐ ŽĨ Ă Ĩŝƌŵ  ?ĂƐƐĞƚƐ ? ĂŶĚ ƚŚĞ ĐůĂŝŵƐ ŽŶ ƚŚŽƐĞ ƌĞƐŽƵƌĐĞƐ  ?ůŝĂďŝůŝƚŝĞƐ ĂŶĚ ƐŚĂƌĞŚŽůĚĞƌƐ ?
ĞƋƵŝƚǇ ?ĂƐŽĨĂƐƉĞĐŝĨŝĐĚĂƚĞ ? ?^ƚŝĐŬŶĞǇĞƚĂů ? ? ? ? ? ?ƉƉ ? ? ? ? ?dŚĞĂƐƐĞƚƐƐŝĚĞŽĨƚŚĞďĂůĂŶĐĞƐŚĞĞƚƐŚŽǁƐ
the effects ŽĨ ƚŚĞ Ĩŝƌŵ ?Ɛ ŽƉĞƌĂƚŝŶŐ ĂŶĚ ŝŶǀĞƐƚŝŶŐ ĚĞĐŝƐŝŽŶƐ ? ǁŚĞƌĞĂƐ ƚŚĞ ůŝĂďŝůŝƚŝĞƐ ƐŝĚĞ ƐŚŽǁƐ ƚŚĞ
ĞĨĨĞĐƚƐŽĨƚŚĞĨŝƌŵ ?ƐŽƉĞƌĂƚŝŶŐĂŶĚĨŝŶĂŶĐŝŶŐĚĞĐŝƐŝŽŶƐ ?^ƚŝĐŬŶĞǇĞƚĂů ? ? ? ? ? ? ? 
Table 1 shows the financial position of lipCat Private Limited at its nascent stage.  
Table 1: lipCat's Balance Sheet 
 
lipCat pvt ltd. 
 Balance Sheet as on 31st August 
2010 
 
  ASSETS 
 Cash 277.50 
Bank 1,568.84 
Machines 443.60 
Miscellaneous Prepaid Expenses 5,290.56 
  TOTAL ASSETS 7,580.50 
  LIABILITIES 
 Equity Share Capital 1,080.50 
Loan from family member 6,000.00 
Accrued Expenses 500.00 
  TOTAL LIABILITIES 7,580.50 
 
The above balance sheet has been prepared as per the information provided by the owners of the 
company. The company does not have any major fixed assets as the business activities will be 
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performed from the family house of the proprietors. As of now the company has cash and bank 
balance worth CHF 1846.34. The machines in the assets side refer to printers that owners of the 
lipCat have purchased to print the orders. The owners have also paid prepaid expenses worth GBP 
5,290.56. 
The Equity share capital of CHF 1,080.50 is held by three family members in the proportion of 20 %, 
40 % and 40 % each. Mr. Eberhard Schmidt one of the co-owners of the company has also provided 
an interest free loan of CHF 6,000.00 for the business purpose. The accrued expense refers to fees to 
be paid to the accountant. 
lipCat being a small size family start up; does not portray strong financial figures. However, it needs 
to be considered that the company possesses limited resources and will be performing its activities 
with certain financing constraints at the initial stage. 
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5.5 Income Statement (forecasted) Analysis 
dŚĞ ŝŶĐŽŵĞ ƐƚĂƚĞŵĞŶƚ ŽĨ Ă ĐŽŵƉĂŶǇ ĂŶƐǁĞƌƐ ŽŶĞ ŽĨ ƚŚĞ ŵŽƐƚ ƐŝŐŶŝĨŝĐĂŶƚ ƋƵĞƐƚŝŽŶƐ ?  “ŝĚ ƚŚĞ
ĐŽŵƉĂŶǇŵĂŬĞĂƉƌŽĨŝƚ ? ? ?dĞŵƚĞ ? ? ? ? ? ?ƉƉ ? ? ? ? ?/ƚƉƌŽǀŝĚĞƐ information with regards to sales of the 
company and the costs that it had to bear in order to sell the products. The difference between the 
ƐĂůĞƐ ŽĨ ƚŚĞ ĐŽŵƉĂŶǇ ĂŶĚ ƚŚĞ ĐŽƐƚƐ ŝŶĐƵƌƌĞĚ ŝƐ ƌĞĨĞƌƌĞĚ ƚŽ ĂƐ  ‘ƉƌŽĨŝƚ ? ŵĂƌŐŝŶ Žƌ ŝŶĐŽŵĞ ? ?  ?dĞŵƚĞ ?
2005). 
Below is the forecasted Income statement for lipCat Private Limited for five years from 2010 to 2014. 
Table 2: lipCat's Income Statement 
 
The above income statement has been prepared as per the information provided by the owners of 
the company. 
As per the market research the owners target sales of 667 orders per month in the first year. It has 
been assumed that the company will start its selling activities only in November 2010, thus the 
number of sales order for 2010 is for two months. It has been assumed that the company will 
experience an annual growth rate of 75 % in sales, thus the sale orders from 2011 to 2014 have been 
calculated with an increase of 75 %. 
lipCat will be acquiring its products from its US based supplier at a cost of USD 2.23 per stick. The 
exchange rate applied for the year 2010 is USD/CHF 1.02 (Xe.com). The cost price of per order is CHF 
6.82 (three lipsticks) and has been calculated on the basis of price per stick which is CHF 2.27 which 
also includes a Value Added Tax @ 7.6 % for the year 2010. It has been assumed that cost price of 
lipCat Pvt Ltd
PROFORMA INCOME STATEMENT
Year 2010 2011 2012 2013 2014
Sales (Orders) 1,334.00 14,004.00 24,507.00 42,887.00 75,052.00
Price 10.53 11.17 11.82 12.45 13.19
Shipping charges 3.50 3.57 3.64 3.71 3.78
Sale Price 14.03 14.74 15.46 16.16 16.97
Net Sales 18,716.02 2,06,415.89 3,78,838.43 6,93,025.75 12,73,566.32
Cost of Sales 9,097.88 1,73,760.00 2,29,800.00 4,03,435.44 7,69,500.00
Gross Profit 9,618.14 32,655.89 1,49,038.43 2,89,590.31 5,04,066.32
Marketing Expenses 4,000.00 24,480.00 24,969.60 25,469.00 25,978.00
IT expenses 465.30 949.21 968.19 987.57 1,007.32
Profit Before Tax 5,152.84 7,226.68 1,23,100.64 2,63,133.74 4,77,081.00
Tax 1,092.40 1,532.06 26,097.34 55,784.35 1,01,141.17
Net Profit 4,060.44 5,694.63 97,003.31 2,07,349.39 3,75,939.83
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ƉĞƌůŝƉƐƚŝĐŬĂŶĚƐƵďƐĞƋƵĞŶƚůǇƉĞƌŽƌĚĞƌ ?ƚŚƌĞĞůŝƉƐƚŝĐŬƐ ?ǁŝůůďĞĂĨĨĞĐƚĞĚďǇhŶŝƚĞĚ^ƚĂƚĞƐŽĨŵĞƌŝĐĂ ?Ɛ
inflation rate of 4 % (Euromonitor International) and thus increase every year accordingly Also, the 
Value Added Tax will be increased to 8 % from January 2011 (Euromonitor International) and has 
been included in the cost price. The owners of lipCat have mentioned that this tax needs to be paid in 
order to import the products to Switzerland. The cost price in CHF (Appendix 7) has been calculated 
by employing the tool of Purchasing Power Parity from the year 2011 to 2014 to forecast the 
exchange rate between USD/CHF (Appendix 6). Also, the cost of sales total has been calculated on 
the basis of the products required to be ordered on the basis of the sales target mentioned by the 
owners of the company. The selling price of per order has been decided as CHF 10.53 by considering 
a profit margin of approximately 55 %. The subsequent selling prices from the year 2011 to 2014 
have been calculated on the basis of a 55 % profit margin. The company has to incur a shipping cost 
of CHF 3.50 per order which will be passed on the consumers, thus the total selling price for the year 
2010 per order will be CHF 14.03. However, it has been assumed that shipping charges will be 
affected by the inflation in Switzerland which is 2 % (Euromonitor International) which has been 
considered for the shipping charges calculation from the year 2011. (Appendix 7).  
The company plans to spend CHF 2000 per month for marketing and advertising purposes. Thus the 
expenses for the year 2010 have been calculated for two months. It has also been assumed that the 
marketing expenses will be affected by the Swiss inflation rate of 2 % thus increasing every year 
accordingly (Appendix 4). The company also has to bear a monthly cost of CHF 77.55 as a license fee 
for online store. The Swiss inflation will affect this fee as well and thus the subsequent costs have 
been calculated accordingly (Appendix 4). The corporate tax on profits in Switzerland is 21.2%. It has 
been assumed that the tax rate will remain constant till 2014 and thus has been applied to the profit 
before tax for all the years. The calculations show that lipCat will enjoy profits in all the years starting 
from CHF 4060.44 IN 2010, CHF 5694.63 in 2011, CHF 97003.31 in 2012, CHF 2, 07,349.39 in 2013 
and 3, 75,939.83 in the year 2014. 
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5.6 Cash Flow Analysis and Forecasting 
Cash flow statements provides with the information from balance sheet as well as income statement. 
dŚĞĐŚĂŶŐĞƐŝŶƚŚĞĨŝƌŵƐ ?ĐĂƐŚĂĐĐŽƵŶƚĂƐǁĞůůĂƐƚŚĞĐŚĂŶŐĞƐĨƌŽŵŽƉĞƌĂƚŝŶŐ ?ŝŶǀĞƐƚŝŶŐĂŶĚĨŝŶĂŶĐŝŶŐ
activities of the firm are encapsulated by cash flow analysis. (Temte, 2005). 
The below table shows cash flow statement for lipCat for a period of five years. 
Table 3: lipCat's Cash Flow Statement 
 
 
The above cash flow statement is based on the information provided by the owners of the company 
and has been prepared under certain assumptions. 
The sales figures are taken from total number of orders expected to be sold by the company at the 
end of each year from 2010 to 2014. Variable costs represent the costs incurred on marketing 
expenses, shipping expenses and the online store licence fee (Appendix 4). It has been assumed that 
all these prices will rise as per the inflation in Switzerland at 2 %. The Corporate tax in Switzerland is 
21.2 % and it has been assumed that the rate will be constant throughout the period of five years. 
The depreciation (Appendix 5) has been calculated at 50 % (Berne Economic Development Agency). 
The working capital requirements have been calculated on the basis of the variable costs estimate of 
lipCat Private Limited
PROFORMA CASH FLOW STATEMENT
Year 2009 2010 2011 2012 2013 2014
0 1 2 3 4 5
Sales 18,716.02 2,06,415.89 3,78,838.43 6,93,025.75 12,73,566.32
Variable costs 11,144.30 1,13,120.21 1,37,149.79 2,13,939.89 3,69,199.32
Depreciation 221.80 110.90 55.45 27.73 13.86
EBIT 7,349.92 93,184.78 2,41,633.19 4,79,058.14 9,04,353.13
Tax @ 21.2 % 1,558.18 19,755.17 51,226.24 1,01,560.32 1,91,722.86
Profit After Tax 5,791.74 73,429.61 1,90,406.96 3,77,497.81 7,12,630.27
Add back depreciation 221.80 110.90 55.45 27.73 13.86
Investments -11,633.92 
Working Capital -5,572.15 -8,497.99 -2,002.47 -6,399.18 11,327.48
Net cash flow -11,633.92 441.39 65,042.52 1,88,459.94 3,71,126.36 7,23,971.61
Discounted Value at 10% 8,87,127.94
Discounted Value at 20% 6,12,889.57
Discounted Value at 30% 4,37,901.15
IRR 2.70
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the company. lipCat will be spending CHF 24000 annually on marketing and advertising in addition to 
the CHF 2334.5 as shipping charges  and CHF 77.55 as online store licence fee. These costs will be 
variable and will increase in congruence to the Swiss inflation rate of 2 %. The working capital of CHF 
11,327.48 will be realised at the end of five year period in 2014.  
The net cash flows have been discounted at three discount rates of 10 %, 20 % and 30 %. However, 
all the three discount rates have resulted into positive Net Present Values of CHF 8, 87,127.94, CHF 
6,12,889.57 and CHF 4,37,901.15 respectively. The Internal Rate of Return for the company is 2.70 
calculated on the basis of the net cash flows for the years 2010 to 2014. 
CHAPTER 6: REAL OPTION ANALYSIS 
dŚĞƚĞƌŵ ‘ZĞĂůKƉƚŝŽŶƐ ?ǁĂƐŝŶƚƌŽĚƵĐĞĚďǇ^ƚĞǁĂƌƚDǇĞƌƐŝŶ  ? ? ? ? ?ŽƌŝƐŽŶ ? ? ? ? ? ? ? “It referred to the 
application of option pricing theory to the valuation of investments in non-ĨŝŶĂŶĐŝĂůŽƌ “ƌĞĂů ?ĂƐƐĞƚƐ
ǁŚĞƌĞŵƵĐŚŽĨƚŚĞǀĂůƵĞŝƐĂƚƚƌŝďƵƚĂďůĞƚŽĨůĞǆŝďŝůŝƚǇĂŶĚůĞĂƌŶŝŶŐŽǀĞƌƚŝŵĞ ? ?ŽƌŝƐŽŶ ? ? ? ? ? ?Ɖ ? ? ? ? ?
:ĂŶŶǇ ?ĞƐƐĚĞĨŝŶĞƌĞĂůŽƉƚŝŽŶƐĂƐ “any decision with at least two parts in which the initial decision 
creates the opportunity, but not the obligation, to make a subsequent, beneficial decision, built upon 
ƚŚĞĨŝƌƐƚ ? ? ? ? ? ? ?Ɖ ? ? ? ? ? 
dŚĞ ĐŽŶĐĞƉƚ ŽĨ  ‘ZĞĂů KƉƚŝŽŶƐ ? ŚĂƐ ŐĂŝŶĞĚ ĂƚƚĞŶƚŝŽŶ ŶŽƚ ŽŶůǇŝŶ ĨŝŶĂŶĐŝĂů ĂŶĚ ĐĂƉital budgeting 
decisions but also in strategic decision faced by business organisations in dynamic environments 
(Anderson, 2000). Real options analysis provides a more positive, radical and proactive approach in 
assessing value of risk and exploration in future business opportunities under uncertainties in 
contrast to the conventional use of discounted cash flow in capital budgeting (Anderson, 2000; 
Bowman & Moskowitz, 2001). Under the Real option analysis methodology, the cash flows have 
positive connotations, whereas discounted cash flow views ? cash flows in a negative manner 
(Eiteman et al, 2010).  
Real Option analysis is also considered as a preferred tool for capital budgeting and strategic 
decisions as it explicitly considers the significance of future flexibility in the decisions (Bowman & 
Moskowitz, 2001; Trigeorgis, 1996; Amram & Kulatilaka, 1999). Such an analysis allows the managers 
to have the flexibility regarding a decision to be made about a capital intensive project which 
facilitates the managers to improve plans and formulate better policies to achieve the desired results 
as events in a project unfold or the uncertain future risks and obstacles become more obvious to the 
organisation (Amram & Kulatilaka, 1999).  
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Real Option analysis offers managers the option to defer the investment project or option to 
completely abandon it, to alter the capacity and the option to start up or shut down (Eiteman et al, 
2010). 
ůŝƉĂƚ ?ƐKƉƚŝŽŶƐ 
Based on the information provided by the owners of lipCat Ltd. the firm can exercise any of the four 
options. lipCat will be conducting its business with limited resources with regards to finance, labour, 
storage. Thus it can consider the option to defer the start of its business for a year till the time it can 
build more finance, human resources, storage capacity and can employ more aggressive marketing 
tactics employ more distribution channels such as supermarkets, local stores rather than using only 
internet as an option to sell its products. lipCat can also contemplate to abandon the project 
completely if the costs to be incurred at an initial stage are too high. For instance, it will have to pay 
online store license every year, also the business requires a full time attention to conduct its 
operations in a smooth and efficient manner and might be better off with professional help. 
However, lack of these factors can create obstacles in its operations and the project might have to be 
abandoned.  
lipCat can also alter its present operating capacity with regards to by sacrificing its profits and 
investing more on advertising and communications. The last option that lipCat can exercise is to start 
up the business as originally planned and hope that it yields positive results. 
CHAPTER 7: RISK ANALYSIS 
Even though lipCat is not a multinational enterprise and a very small family oriented business firm it 
is subject to certain risks. The below is an analysis of such risks that lipCat might have to encounter. 
Currency Exposure 
Exchange rates are one of the main reasons of uncertainty for multinational firms. They are about 
four times more volatile than interest rates and around ten times more volatile than inflation (Jorion, 
1990). Even though lipCat is a small size family business start-up its supplier is based in United States 
of America and lipCat will be conducting its business activities in Switzerland. Hence, it will be dealing 
in two currencies, i.e. United States Dollar and Swiss Franc. lipCat will be paying its US based supplier 
in USD whereas the products that it sells will be priced in Swiss Francs. The historic exchange rates 
between USD and CHF have been stable over the past five years thus the prospect of lipCat being at 
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risk due is very negligible (Euromonitor International). However, if any unforeseen events unfold it 
ŵŝŐŚƚŚĂǀĞĂĚǀĞƌƐĞĞĨĨĞĐƚƐŽŶůŝƉĂƚ ?ƐďƵƐŝŶĞƐƐ ? 
Also, even though lipCat is a registered company in the United Kingdom and will be doing its business 
in Switzerland, it will not be remitting any profit to United Kingdom. As a result there is no chance of 
foreign exchange risk occurring due to translation, economic or transaction exposure (Eiteman et al, 
2010). Hence it is not required to provide for any hedging. 
Dependent on one Supplier 
lipCat will be dependent on only one supplier for its products, thus the supplier enjoys monopoly and 
can dictate terms to lipCat with regards to pricing and also other conditions. However, since lipCat 
has not entered into any official contract with the supplier it can easily switch to any other private 
label supplier providing same line of products. 
Dependency on Swiss Postal Service 
lipCat will be solely depending on the Swiss Postal Service to deliver its products to its customers. 
/ŶĐĂƐĞŽĨďƌĞĂŬĚŽǁŶŽĨƚŚĞƐĞƌǀŝĐĞ ?ůŝƉĂƚ ?ƐďƌĂŶĚŝŵĂŐĞĂŶĚƌĞƉƵƚĂƚŝŽŶĐĂŶďĞĚĂŵĂŐĞĚĂƐit would 
have already accepted the payments and might not be able to deliver on time. 
CHAPTER 8: CRITICAL EVALUATION & LIMITATIONS OF THE ANALYSIS 
The above analysis reflects the position of lipCat as a small size start-up family business firm at its 
nascent stage. It is based and has been prepared on certain assumptions and beliefs of the optimistic 
and the positive attitude of the owners and the founders of the company which mirrors true 
entrepreneurial spirit and attitude (Burns, 2007). However, forecasted sales figures, income 
statement and cash flow statements are subject to change according to certain market situations or 
emergence of new influencing factor in the market (Bolt, 1994). This renders the above analysis 
absolutely futile and might not be useful and accurate to predict the future of the company. 
One of the major concerns regarding the analysis is the limited availability of resources in the 
company and unprecedented target of sales. The forecast seems to be too optimistic as compared to 
the ĐŽŵƉĂŶǇ ?ƐĂǀĂŝůĂďůĞƌĞƐŽƵƌĐĞƐĂŶĚƉƌĞƐĞŶƚŵĂƌŬĞƚƐŝƚƵĂƚŝŽŶ ? 
Another major limitation in the analysis is the forecast of the USD/CHF exchange rates. The exchange 
rates have been forecasted using the concept of purchasing power parity. However, the accuracy of 
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the concept or any other economic model to determine and forecast exchange rates is still debatable 
(Kilian & Taylor, 2003). 
Inflation is another factor that can affect the overall strategy of a company. Specific inflation affects 
the prices of goods and services, whereas general inflation refers to the reduction in the purchasing 
power of the money. (Arnold, 2008). The inflation in USA at 4 % and Switzerland 2 % has been 
forecasted as per the data available from Euromonitor international and has been assumed that it 
will remain constant throughout the period of five years. However, accurate forecast of inflation in 
an economy is arguable (Giordani & Soderlind, 2003). 
The tax rate employed in the analysis is 21.2 % as per Euromonitor International and it has been 
assumed that it will be constant for the period of five years from 2010 to 2014. However, Arnold 
 ? ? ? ? ? ?ƐƚĂƚĞƐƚŚĂƚ “dĂǆƌĂƚĞƐĂŶĚƐǇƐƚĞŵƐĐĂŶĐŚĂŶŐĞƌĂƉŝĚůǇ ? ? ?Ɖ ? ? ? ? ? ?ůƐŽ ?ƚŚĞƌĞŝƐĂƉŽƐƐŝďŝůŝƚǇƚŚĂƚ
tax rates will change as OECD countries tend to compete over corporate taxes (Devereux et al, 2008). 
Thus, again the above analysis cannot be considered as accurate as tax rate is subject to change. 
Even though the concepts of NPV and IRR which are discounted cash flow methods and consider the 
concept of time value of money have been used in this analysis, they might not be accurate due to 
highly optimistic forecast figures provided by the owners of the company. 
Capital Asset Pricing Model (CAPM) provides for powerful and pleasing predictions to analyse the 
measurement of risk and the relation between expected return and risk (Fama & French, 2004). It is 
one of the most used techniques in capital budgeting and project appraisal decisions. However, due 
to the very small size of lipCat ltd it was not fĞĂƐŝďůĞƚŽĨŝŶĚŽƌƉƌĞĚŝĐƚƚŚĞĞƚĂ ?ɴ ?ŽĨƚŚĞĐŽŵƉĂŶǇ ?
ĞƚĂ ?ɴ ? ?measures the covariance between the returns on a particular share with the returns on the 
ŵĂƌŬĞƚĂƐĂǁŚŽůĞ ?ƵƐƵĂůůǇŵĞĂƐƵƌĞĚďǇĂŵĂƌŬĞƚŝŶĚĞǆ ? ?ƌŶŽůĚ ? ? ? ? ? ?Ɖ ? ? ? ? ? ?,ŽǁĞǀĞƌ ?ƐŝŶĐĞƚŚĞƌĞ
are no shares issued to the market by lipCat, to estimate this risk was not possible. This has limited 
the accuracy of the analysis to a great extent. 
CHAPTER 9:  CONCLUSION 
The financial and non financial analysis as well the real options analysis has produced mixed results 
and are not consistent with each other. As per the financial analysis of lipCat ltd. it can be observed 
that the company will make consistent profits throughout the span of next five years and has positive 
NPV as per three discount rates. However, the IRR is only 2.70 percent and is much below any of the 
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discount rates used for the analysis. Also, the forecast looks too optimistic and might not be feasible 
in real terms. 
The non-financial analysis presents a very positive overview Switzerland and the business 
opportunities available in the country. The factors affecting the industry are not precisely conducive 
for the business but are not completely detrimental either. The company has certain strengths 
(negligible fixed costs, no contracts with any stakeholders) that it can bank on and holds an edge over 
its competitors. 
The real option analysis provides with different possible stands the company can decide on at this 
stage such as either going ahead with the business, delaying it or completely abandon it. 
It is safe to conclude that all factors are not precisely conducive for the business; however they are 
not totally unfavourable. Also due to such a low budget and low scale financial involvement the risk 
of incurring any substantial losses is very low. 
The attitude of the owners of the company might not be completely realistic on certain aspects, 
however is entrepreneurial in a true sense which is probably required to be an entrepreneur in the 
first place. Hence the owners of the company should proceed with their plans to set up the business 
but with prudence supported by a meticulous planning in order to get positive results from the 
limited resources. 
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 APPENDICES 
Appendix 1: Management Project Proposal Swapnil Deshmukh  
The Development of a Corporate, Marketing, Operations and 
Financial Strategy for a Swiss Cosmetics start-up 
Objective 
The objective of this group management project is to decide and formulate corporate strategy, 
marketing strategy, operations strategy and financial strategy for a Swiss cosmetic start up 
organisation, viz. ůŝƉĂƚ ?ltd. The project involves me and my MBA classmate Axel Schmidt. 
Since I am pursuing my MBA specialising in finance, I would indulge in building up the financial 
strategy for the firm. The main content of the financial strategy and the analysis would be to analyse 
the financial viability, forecast the future growth, provide for the risks involved and explore possible 
further business expansion opportunities. 
The Organisation 
ůŝƉĂƚ ? ltd. is a private limited company, registered at Companies House Cardiff on 1st September 
2009 with its registered office being in Central London. The proprietors of the firm, Axel Schmidt and 
his family are all managing partners in the company with a share holding of 20% and 80% 
respectively. The cost for setting up a private limited company in Switzerland is CHF 20,000 whereas 
the cost in the U.K. is 1 GBP. As this proves to be cost efficient, the proprietors of ůŝƉĂƚ ?ltd. set up a 
subsidiary of the U.K. registered company in Switzerland. This will be elaborated in the main report. 
ůŝƉĂƚ ?ltd. will indulge in producing high quality lipstick and later depending on the success of the 
initial idea will further expand its business to manufacturing and producing other cosmetics products. 
The organisation initially plans to concentrate on markets in Switzerland, but will also accept orders 
from European countries. 
The Product and the Opportunity 
The research carried out by ůŝƉĂƚ ? ltd. illustrates that lipsticks of good quality are expensive in 
Switzerland and cheap lipsticks even though available are of very poor quality. It aims to provide high 
quality lipsticks at affordable prices. 
 Business Model 
The supplier for the products is based in New York and has been in the cosmetic business for over 
forty years. All the products would be sold only over the internet. The fixed costs for ůŝƉĂƚ ?ltd. are 
ǀĞƌǇ ůŽǁ ĂƐ ƚŚĞ ďƵƐŝŶĞƐƐǁŝůů ďĞ ĐŽŶĚƵĐƚĞĚ ďǇ ƉƌŽƉƌŝĞƚŽƌ ?Ɛ ĨĂŵŝůǇ ďǇ ƐƚŽĐŬŝŶŐ ƚŚĞ ŝŶǀĞŶƚŽƌǇ ŝŶ ƚŚĞ
family house. Also the shipping costs will be applicable as per the normal postal rates rather than the 
ones applicable to parcels. The organisation does not plan to hire any employees as of now and all 
business activities will be conducted by the family members. 
The organisation has a good potential of growing and developing its business activities as the Swiss 
cosmetics industry has shown a rising trend for the past few years. The annual turnover being as in 
the below table, 
YEAR TURNOVER IN CHF IN MILLIONS 
2006 270.5 
2007 283.6 
2008 294.9 
Source: Swiss Cosmetic and Detergent Association, SKW 
Proposed Structure 
The report will start with an Executive Summary, followed by the company introduction. 
Corporate Strategy  
This chapter will follow a diagnosis, formulation, and implementation approach regarding strategy.  
Diagnosis: Performing a situation analysis (inter alia SWOT and PESTLE), i.e. internal (organisation; 
strengths and weaknesses) and external (environment; opportunities and threats). The latter will 
ĐŽŵƉƌŝƐĞĂ ƚŚŽƌŽƵŐŚĂŶĂůǇƐŝƐŽĨ ƚŚĞ ŝŶĚƵƐƚƌǇĐŚĂƌĂĐƚĞƌŝƐƚŝĐƐ  ?WŽƌƚĞƌ ?Ɛ&ŝǀĞ&ŽƌĐĞƐ ? ? ƚŚĞŵĂƌŬĞƚƐŝǌĞ
(secondary research data and market reports), the incumbent and potential competitors (desk 
research) as well as their products.  
Formulation: A clear set of strategic recommendations (including justification) will be made based 
on the above analysis. The vision, mission, company values, and the strategic objectives will be 
ĚĞĨŝŶĞĚ ?dŚĞŐŽĂů ŝƐ ƚŽĐƌĞĂƚĞ  ?ŝĨƉŽƐƐŝďůĞ ?ĂƐƵƐƚĂŝŶĂďůĞĐŽŵƉĞƚŝƚŝǀĞĂĚǀĂŶƚĂŐĞ ĨŽƌ ůŝƉĂƚ ? ltd and 
effective entry barriers for potential imitators. Different strategic options will be developed and 
evaluated, in order to identify the most efficient. Amongst others, the following theoretical 
 frameworks will be applied: the Strategy Diamond (Hambrick & Fredrickson), Generic Strategies 
(Porter), and Activity-systems Mapping (Porter). 
Implementation: To ensure that the chosen strategy is implemented in an apt manner, there will be 
strategy roadmaps and action plans with measurable milestones and targets. 
The emphasis will be on the market penetration strategy, growth strategy (e.g. trading up, 
internationalisation, line extension, range extension, diversification, etc.), competitive strategy, 
business positioning strategy, and the identification of strategic groups of competitors. Also, the 
concept of scenario planning will be employed. 
Marketing Strategy 
The Marketing Strategy will be derived from the developed Business Strategy. This part will start 
with a careful analysis of Swiss female cosmetics consumers by conducting a primary market 
research and secondary market research. The data from this research will be utilised to identify and 
analyse their characteristics, behaviour (utilisation and buying), attitudes, needs, motifs, and media-
ĂĐĐĞƐƐŝďŝůŝƚǇ ?dŚĞŵĂƌŬĞƚǁŝůůďĞĚŝǀŝĚĞĚŝŶƚŽŵĞĂŶŝŶŐĨƵůƐĞŐŵĞŶƚƐ ?dŚĞƚĂƌŐĞƚŐƌŽƵƉŽĨůŝƉĂƚ ?ǁŝůů
be represented by the members of one or more segments. A precise and distinctive positioning will 
be tailored to the specific needs and characteristics of the chosen target segment(s). Specific 
DĂƌŬĞƚŝŶŐ KďũĞĐƚŝǀĞƐ ǁŝůů ďĞ ĚĞĨŝŶĞĚ ? DŽƌĞŽǀĞƌ ? ůŝƉĂƚ ? ?Ɛ ǀĂůƵĞ ƉƌŽƉŽƐŝƚŝŽŶ and USP(s) will be 
devised. Based on the marketing objectives, the four Ps of the Marketing Mix will be developed; 
Product, Price, Place, and Promotion. The latter will include the copy strategy (consumer benefit, 
reason why, tonality), the media strategy, and communications objectives will also be set. In 
addition, a Corporate Design Manual will be compiled. The appropriateness and feasibility of Guerilla 
Marketing activities will be reasoned. A marketing roadmap will clearly display all the intended 
marketing activities. Of course, these activities will be listed in a marketing budget.  
Special emphasis will be put on the concepts of relationship marketing (e.g. word of mouth, brand 
ambassador strategies) and customer retention (e.g. loyalty programmes) as well as strategic brand 
management. A promising brand identity will be developed, based on the expectations and 
ƉƌĞĨĞƌĞŶĐĞƐŽĨƚŚĞƚĂƌŐĞƚŐƌŽƵƉ ?Ɛ ? ?ƚŽŽůƚŚĂƚǁŝůůďĞƵƐĞĚƚŽĚĞƐŝŐŶƚŚĞďƌĂŶĚ ?ƐĞƐƐĞŶĐĞ ?ĐŚĂƌĂĐƚĞƌ ?
and purpose will be the Brand Essence Wheel. It is crucial to occupy a unique, valued position 
(exclusive, ideal theme) in the minds of the customers. It will further be decided upon whether to 
launch either a product or brand campaign.  
 
 Operations Strategy 
This section will illustrate and analǇƐĞƚŚĞƐƵƉƉůǇĐŚĂŝŶŽĨ ůŝƉĂƚ ? ? /ŶŚĞƌĞŶƚ ƌŝƐŬƐǁŝůůďĞŝĚĞŶƚŝĨŝĞĚ
and appropriate counter-strategies will be introduced. Tailored to the givens of the infrastructure of 
the family house, an optimal, comprehensive order fulfilment process will be designed, documented, 
ĂŶĚŝŵƉůĞŵĞŶƚĞĚ ?/ƚŝƐŽĨƵƚŵŽƐƚŝŵƉŽƌƚĂŶĐĞƚŽůŝƉĂƚ ?ƚŚĂƚƚŚĞƚŝŵĞŝƚƚĂŬĞƐƚŽƉƌŽĐĞƐƐŽŶĞŽƌĚĞƌŝƐ
kept to a minimum. The software SmartDraw will be used for visualising the process chart. 
Moreover, formal processes will be developed for procurement and for the case that internal order 
ĨƵůĨŝůŵĞŶƚ ĐĂƉĂĐŝƚǇ ŝƐ ďĞŝŶŐ ĞǆĐĞĞĚĞĚ ? /Ŷ ƚŚŝƐ ĐĂƐĞ ? ůŝƉĂƚ ? ŚĂƐ ĂĐĐĞƐƐ ƚŽ Ă ůŽĐĂů ŶĞƚǁŽƌŬŽĨ ŚŽŵĞ
ǁŽƌŬĞƌƐ ?ĐŽŶĐĞƉƚĨŽƌƚŚĞŝŶƚĞŐƌĂƚŝŽŶŽĨƚŚĞƐĞŚŽŵĞǁŽƌŬĞƌƐŝŶƚŽƚŚĞŽƉĞƌĂƚŝŽŶƐŽĨůŝƉĂƚ ?ǁŝůůĂůƐŽ
be developed. Of course, the breakeven point and the typical order capacity will be calculated, too. 
Finance Strategy (Swapnil Deshmukh) 
The Finance strategy will address the questions pertaining to investment and financing opportunities 
ĨŽƌůŝƉĂƚ ?ltd. It will include how the present capital of the organisation has been raised and what 
other financing options can be explored for the future growth and expansion of the company. The 
financing options that the company might consider are acquiring more capital from business angels 
in Switzerland or from the Venture Capitalists. Furthermore, the company could also look for finance 
from other sources such as the banking sector in the forms of business expansion loans. The 
company depending on its success might also choose to float. 
This section will explore the pros and cons of various financing options mentioned above and will 
recommend the best possible options based on the research, present situation and the growth 
forecast for the company. It will analyse the option of Private Equity for a small scale organisation 
like lipCat TM ltd. with regards to what adversities the company face could. 
If the company is faced with growing competition it might also explore the possibility of forming a 
Joint Venture or strategic alliances with key business partners. 
lipCat TM ltd. plans to expand its business activities in the future, however the proprietors are willing 
to explore the option of exiting from the business if further capital is obtained from the Venture 
Capital and the Private Equity industry in Switzerland. The company could look at different exit 
scenarios. 
Primary Market Research (Individual Project of Axel Schmidt) 
Financial Analysis - Individual Project for Swapnil Deshmukh 
 Financing   
Business organisations whether small or large require finance to establish, sustain and grow itself in 
the market. Finance is the core and the backbone of any kind of business across the globe. The 
organisation develops corporate, marketing and operational strategies to enhance growth and 
development. However, all these strategies can be implemented and executed in an apt manner only 
if supported by strong financial strategies. The decisions made and the policies formulated in an 
organisation require a strong financial base. 
The major financial decisions that a firm has to make are what kind of investments is required for the 
business and how should the firm pay for those investments. A successful financial management can 
be judged by the increase in the value of the firm, but the conundrum that a firm is faced with is, 
ǁŚĂƚĐŽƵůĚďĞƚŚĞĂĐĐƵƌĂƚĞŵĞĂƐƵƌĞƐƚŽĚŽƐŽ ?dŚĞƐŽůƵƚŝŽŶĨŽƌƚŚŝƐĚŝůĞŵŵĂŝƐƚŚĞĨŝƌŵ ?ƐŝŶǀĞƐƚŵĞŶƚ
or capital budgeting decision and its financing decision. (Brealey et al, 2008) 
General Risk Assessment (Financial and Non Ȃ  Financial) 
Non  ? Financial Analysis 
Non financial analysis refers to the impact caused by factors such as political, economical, social, 
technological, environmental and legal. It is very imperative that a thorough assessment of all these 
factors is performed to check the viability of an investment from the non  W financial perspective. For 
instance in this case, ůŝƉĂƚ ?ltd. has only one supplier based in United States, hence the risk of being 
dependent on only one supplier will be analyses in detail in the main report. 
The analysis will also consider the above mentioned factors with regards to Switzerland, United 
States and United Kingdom with regards to different risks. 
Financial Analysis 
Financial analysis will be based on different financial factors affecting the cash flow, NPV and the IRR 
for the proposal. It aims to evaluate the investment proposal by considering and assuming changes in 
the financial aspects of the project such as price, interest rates, foreign exchange, taxation policies 
and inflation. 
Scenario analysis refers to the process where simulated images of future development of the 
external environment are created in order to make strategic business decisions. It helps to highlight 
the crucial uncertainties and the impact they might have on business decisions that managers might 
have to make (Postma & Liebl, 2005). 
 The above mentioned factors will be analysed by projecting different scenarios and analysing their 
financial impact.  
It will include sensitivity analysis and real options. 
Cash flow Projections/ Forecasts 
Cash flow refers to injection of money into a business and deducting it from the money going out for 
ƚŚĞďƵƐŝŶĞƐƐ ?dŚŝƐƐĞĐƚŝŽŶŽĨƚŚĞƉƌŽũĞĐƚǁŝůů ŝŶǀŽůǀĞĂƚŚŽƌŽƵŐŚĂŶĂůǇƐŝƐŽĨƚŚĞĐŽŵƉĂŶǇ ?ƐĨŝŶĂŶĐŝĂů
statements. A detailed profit & loss account, balance sheet and cash flow forecasts will be prepared. 
dŚĞĚĂƚĂƌĞƋƵŝƌĞĚǁŝůůďĞƉƌŽǀŝĚĞĚďǇƚŚĞĐŽŵƉĂŶǇ ‘ƐƉƌŽƉƌŝĞƚŽƌƐ ? 
Net Present Value  
It is imperative that while undertaking any kind of investments, whether for personal purpose or for 
business purpose; the concept of time value of money should be considered. It refers to the sacrifice 
of possessing something now that an investor has to forego for setting aside money for investment. 
dŚƵƐ  “ŝŶǀĞƐƚŽƌ ?Ɛ ŽƉƉŽƌƚƵŶŝƚǇ ĐŽƐƚ ŝƐ ƚŚĞ ƐĂĐƌŝĨŝĐĞ ŽĨ ƚŚĞ ƌĞƚƵƌŶ ĂǀĂŝůĂďůĞ ŽŶ ƚŚĞ ďĞƐƚ foregone 
ĂůƚĞƌŶĂƚŝǀĞ ? ? ?ƌŶŽůĚ ? ? ? ? ? ?Ɖ ? ? ? ? ?dŚĞĐŽŶĐĞƉƚŽĨEĞƚWƌĞƐĞŶƚsĂůƵĞĂŶĚ/ŶƚĞƌŶĂůZĂƚĞŽĨZĞƚƵƌŶĂƌĞ
discounted cash flow techniques and thus consider the concept of time value of money (Arnold, 
2008). 
 “ŶŝŶǀĞƐƚŵĞŶƚƉƌŽƉŽƐĂů ?ƐŶĞƚƉƌĞƐĞŶƚǀĂůƵĞis derived by discounting the future net cash receipts at 
a rate which reflects the value of the alternative use of the funds, summing them over the life of the 
ƉƌŽƉŽƐĂůĂŶĚĚĞĚƵĐƚŝŶŐŝŶŝƚŝĂůŽƵƚůĂǇ ? ?ƌŶŽůĚ ? ? ? ? ? ?Ɖ ?   ? 
The formula for Net Present Value is, 
NPV = ܥܨ଴ ൅ ஼ிభଵା௞ + ܥܨଶ/ሺͳ ൅ ݇ሻଶ + ܥܨଷ/ሺͳ ൅ ݇ሻଷ ... + ܥܨ௡Ȁሺͳ ൅ ݇ሻ௡ 
Where, CF0 refers to cash flow at time zero (t0), and 
CF1, CF2, CF3, CFn = cash flows at different times after time zero, i.e. one year after time zero, two 
years after time zero, three years after time zero and so on. 
The logic used to appraise financial viability of the project is, if Net Present Value is greater than or 
equal to zero the business has good prospects in the future, whereas if the Net Present Value of the 
is less than zero the business or the project is not worth investing in. 
 Internal Rate of Return 
dŚĞ /ŶƚĞƌŶĂů ZĂƚĞ ŽĨ ZĞƚƵƌŶ ŝƐ ĚĞĨŝŶĞĚ ĂƐ  “ƚŚĞ ƌĂƚĞ ŽĨ ĚŝƐĐŽƵŶƚ ƚŚĂƚ ŵĂŬĞƐ EWs A?  ? ? dŚĞ ƌƵůĞ ĨŽƌ
decisions based on the Internal Rate of Return is, if the discounted value after NPV calculations is 
greater than the discount rate used, the business proposal is financial viable, whereas if the 
discounted value after NPV calculations is less than the discount rate used, the business proposal is 
not worth investing in and hence should be rejected. In this particular case, the IRR will be decided 
based with agreements with the proprietors of ůŝƉĂƚ ?ltd. 
ĞƚĂ ?ɴ ? 
ƐƉĞƌƚŚĞĐĂƉŝƚĂůĂƐƐĞƚƉƌŝĐŝŶŐŵŽĚĞů ?WD ? ?ĞƚĂ ?ɴ ?ŝƐĚĞĨ ŶĞĚĂƐƚŚĞƐǇƐƚĞŵĂƚŝĐƌŝƐŬŝŶĂƉŽƌƚĨŽůŝŽ
(ArnolĚ ?  ? ? ? ? ? ?  “/ƚ ŵĞĂƐƵƌĞƐ ƚŚĞ ĐŽǀĂƌŝĂŶĐĞ ďĞƚǁĞĞŶ ƚŚĞ ƌĞƚƵƌŶƐ ŽŶ Ă ƉĂƌƚŝĐƵůĂƌ ƐŚĂƌĞ ǁŝƚŚ ƚŚĞ
ƌĞƚƵƌŶƐŽŶƚŚĞŵĂƌŬĞƚĂƐĂǁŚŽůĞ ?ƵƐƵĂůůǇŵĞĂƐƵƌĞĚďǇĂŵĂƌŬĞƚŝŶĚĞǆ ? ?ƌŶŽůĚ ? ? ? ? ? ?Ɖ ? ? ? ? ? ?
dŚĞĨŽƌŵƵůĂĨŽƌĞƚĂ ?ɴ ?ŝƐ ? 
Beta of asset, j   = Covariance of asset j with the market portfolio 
                                                                          Variance of the market portfolio 
ɴj     = Cov (Rj, RM) 
           ʍ2 M 
The Beta for this project will be based on assumptions after considering Beta for similar small scale 
businesses in Switzerland as well as Beta for the cosmetics industry in Switzerland. However, since 
this is a very small company, such a financial analysis might not be precise and accurate, hence it will 
be mentioned as limitations of applying such financial techniques to small scale project appraisal. 
Taxation Policies 
Taxation policies significantly affect the viability of a project (Arnold, 2008).  Since the company is 
registered in the United Kingdom and will be operating a branch in Switzerland, the project will 
contain a thorough analysis of taxation policies in United Kingdom and Switzerland. It will include 
scrutiny of impact of corporate tax in the U.K. and Switzerland. 
Inflation 
Inflation refers to changes in the prices of goods and services in an economy (Arnold, 2008). This 
section will explore the possible effects of inflation in Switzerland and United Kingdom. 
 
 Foreign Exchange Risk 
ůŝƉĂƚ ? ltd will be dealing with two currencies, i.e. United States Dollar (USD) and the Swiss Franc 
(CHF). An analysis of foreign exchange risk will be performed and measures to manage these risks will 
be developed, such as a hedge against the foreign exchange risks. Also, the role of GBP will be 
explored since the company is registered in the United Kingdom. (Eiteman et al, 2010) 
Conclusion 
The conclusion of the project will be based on analysis and development of all the above mentioned 
factors, thus examining the viability of a start up business by exploring various possible options with 
the published literature and academic books. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 Appendix 2: ůŝƉĂƚ ?ƐƵƐŝŶĞƐƐDŽĚĞů 
ůŝƉĂƚ ? ůƚĚ ?ǁŝůů ŝŶĚƵůŐĞ ŝŶƐĞůůŝŶŐŚŝŐŚƋƵĂůŝƚǇ ůŝƉƐƚŝĐŬƐĂĐƋƵŝƌĞĚĨƌŽŵĂ  ‘ƉƌŝǀĂƚĞůĂďĞů ?ŵĂŶƵĨĂĐƚƵƌĞƌ
based in New York, United States of America only through internet. However, the company plans to 
expand its selling activities to other cosmetics products depending on the success of the initial idea. 
Also, other distribution channels such as local stores, supermarkets might be exploited later on by 
the company. The business activities will be limited only within the geographical boundaries of 
Switzerland in its nascent stage; however, it has plans to expand its business to the neighbouring 
countries at a later stage. 
Business Model 
The supplier for the products is based in New York with a expertise in the cosmetic business for over 
forty years. All the products would be sold only over the internet at the initial stage with a later 
expansion of sales through stores, supermarkets is possible. The fixed costs for liƉĂƚ ?ltd. are very 
ůŽǁĂƐƚŚĞďƵƐŝŶĞƐƐǁŝůůďĞĐŽŶĚƵĐƚĞĚďǇƉƌŽƉƌŝĞƚŽƌ ?ƐĨĂŵŝůǇďǇƐƚŽĐŬŝŶŐƚŚĞŝŶǀĞŶƚŽƌǇŝŶƚŚĞĨĂŵŝůǇ
house. Also the shipping costs will be applicable as per the normal rates for a letter prescribed by the 
Swiss postal department rather than the ones applicable to parcels. The organisation does not plan 
to hire any employees as of now and all business activities will be conducted by the family members. 
The organisation has a good potential of growing and developing its business activities as the Swiss 
cosmetics industry has shown a rising trend for the past few years. The annual turnover being as in 
the below table, 
 
YEAR TURNOVER IN CHF IN MILLIONS 
2006 270.5 
2007 283.6 
2008 294.9 
Source: Swiss Cosmetic and Detergent Association, SKW 
 
 
 Appendix 3: Planned Investments of lipCat.  
 
PLANNED INVESTMENTS CHF 
Registration Charges 1,080.00 
Annual Service Fee 610.00 
Organisational Expenses 5290.86 
IT & Online Store Licence 465.30 
Office Stationary 443.00 
Packaging Charges 147.52 
Postal and Bank Charges 17.65 
Courier Charges 146.55 
Trademark 700.00 
Translations 860.80 
Initial Purchase of Goods 1,226.95 
Label and other office expenses 145.29 
Accountant Fees 500.00 
TOTAL INVESTMENTS 11,633.92 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 Appendix 4: Variable Costs 
Year 2010 2011 2012 2013 2014 
Shipping Expenses 4,669.00 85,680.00 1,09,200.00 1,85,470.32 3,40,200.00 
Marketing 
Expenses 4,000.00 24,480.00 24,969.60 25,469.00 25,978.00 
Online Store 
Licence 465.30 949.21 968.19 987.57 1,007.32 
TOTAL  11,144.30 1,13,120.21 1,37,149.79 2,13,939.89 3,69,199.32 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 Appendix 5: Depreciation calculation 
Year 2010 2011 2012 2013 2014 
Office Machinery at the start 443.60 221.80 110.90 55.45 27.73 
Depreciation 221.80 110.90 55.45 27.73 13.86 
Office Machinery at the year 
end 221.80 110.90 55.45 27.73 13.86 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 Appendix 6: Forecasted USD/CHF Exchange Rate using Purchasing Power Parity  
Spot 
Exchange 
Rate 
USD/CHF 
for the 
year 
2010 1.02 
    
      
 
US 
Inflation 
Swiss 
Inflation 
  
Forecasted 
Spot rate 
USD/CHF 
Year 
In 
Percentage 
In 
Percentage 
   2010 4.00 2.00 1.04 1.02 1.02 
2011 4.00 2.00 1.04 1.02 1.04 
2012 4.00 2.00 1.04 1.02 1.06 
2013 4.00 2.00 1.04 1.02 1.08 
2014 4.00 2.00 1.04 1.02 1.10 
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Appendix 7: Cost Price and Selling Price calculations.  
YEAR 
 
COST 
          
 
USD VAT 
USD 
INFLATION 
TOTAL 
PRICE 
FORECAST OF 
USD/CHF USING 
PPP 
CP PER STICK 
CHF 
CP FOR 
THREE 
STICK 
SP PER 
STICK 
SP PER ORDER 
(3 LIPSTICKS) 
SHIPPING 
CHARGES 
TOTAL SP 
PER 
ORDER 
PROFIT MARGIN 
PER LIPSTICK 
2010 2.07 0.16 N/A 2.23 1.02 2.27 6.82 3.51 10.53 3.50 14.03 54.31 
2011 2.15 0.17 0.04 2.32 1.04 2.41 7.24 3.72 11.17 3.57 14.74 54.31 
2012 2.23 0.18 0.04 2.41 1.06 2.55 7.66 3.94 11.82 3.64 15.46 54.31 
2013 2.31 0.18 0.04 2.49 1.08 2.69 8.07 4.15 12.45 3.71 16.16 54.31 
2014 2.40 0.19 0.04 2.59 1.10 2.85 8.55 4.40 13.19 3.78 16.97 54.31 
 
